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SUBJECT: Conform ty/ Hope Schol arship Credit/Franchi se Tax Board Report Fi scal
I npact to Legislature

X DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions previous.
AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

BOARD POSITION CHANGED TO No Position .

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASINTRODUCED February 18, 1998, STILL APPLIES.
X OTHER - See comments bel ow.

x

SUWARY OF BILL

This bill would conform California law to the federal non-refundabl e HOPE
Schol arship credit contained in the federal 1997 Taxpayer Relief Act (TRA).

This bill also would require the departnment to report to the Legislature on or
before July 1, 2000, the fiscal inpact of conformty to the HOPE credit.

SUWMVARY OF ANMENDMENT

The March 23, 1998, anendnents would conformto the followi ng rules provided with
t he federal HOPE Schol arship credit.

1. The limtation based on nodified adjusted gross incone);

2. The definitions of "qualified tuition and rel ated expenses" and
educational institution";

eligible

3. Special rules regarding identification requirenents, scholarship adjustnents,
treatment of expenses paid by the dependent, treatnent of certain prepaynents,
deni al of double benefit, married individuals filing separate returns, and
nonresi dent aliens; and

4. Inflation adjustnents.

DEPARTMENTS THAT MAY BE AFFECTED:
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In addition, the amendnents woul d specify an operative date.

The amendnents resol ve one of the policy considerations and the technica

consi derations discussed in the departnent's analysis of the bill as introduced
February 18, 1998, by accepting the anmendnents suggested by the departnent.
Except for the policy and technical consideration and the Board position, the
remai nder of the department’s analysis still applies. The follow ng policy
considerations still apply and are included bel ow for conveni ence.

Pol i cy Consi derati ons

The federal credit allows taxpayers to claim100% of the first $1,000 of
qualified tuition and fees. This bill would allow an identical credit under
state |l aw, thereby effectively doubling the anmount of allowable credit —
200% of the first $1,000 of qualified tuition for the conbined credits.

Nei ther the federal HOPE credit nor the credit created by this bill have a
sunset date. Credits are typically enacted with a sunset date so that the
Legislature can review their effectiveness.

This credit would not be linmted to taxpayers who are residents of

Cal i forni a.
POSI TI ON
No Position.

The Board considered this bill at its March 26, 1998, neeting, but took no
position. Julie Bornstein, acting on behalf of Controller Kathleen Connell was
opposed, Menber Dean Andal was neutral, and Robin J. Dezenber, acting on behalf
of Menber Craig L. Brown, abstained.



